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OFFERING MEMORANDUM CONFIDENTTAL
EREDOWE
fems
2,000,000 Shares

REpower Systems AG
Ordinary Shares
€41 per share

This is the initial public offering of our shares. We are offering 2,000,000 newly issued shares (the “New
Shares”), and the Selling Shareholder named in this offering memorandum is offering 300,000 existing shares
(the “Over-allotment Shares” and, together with the New Shares, the “Shares”). We will not receive any
proceeds from the sale of any Over-allotment Shares by the Selling Shareholder. This offering includes a public
offering to retail and institutional investors in Germany and an international offering through a private placement
to institutional investors outside of Germany. This offering memorandum relates only to the international
offering. The German public offering is being made pursuant to a separate prospectus in the German language.
The Selling Shareholder has granted the Managers an option to purchase up to 300,000 Over-allotment Shares at
the offering price less selling, underwriting and management commissions. The option is exercisable for 30 days
from the date of this offering memorandum to cover over-allotments, if any.

There is currently no market for our shares. We have applied to have the Shares listed on the Regulated
Market (Geregelter Markt) with trading on the Neuer Markt of the Frankfurt Stock Exchange. The Shares will not
be listed on any national securities exchange or quoted in any automated interdealer quotation system in the
United States.

Investing in our shares invelves risks. See “Risk Factors” beginning on page 10.

The Shares have not been and will not be registered under the U.S. Securities Act of 1933, as amended (the
“Securities Act”). In the United States, the offering is being made only to qualified institutional buyers (“QIBs™)
as defined in, and in reliance on, Rule 144A under the Securities Act (“Rule 144A”). Prospective purchasers that
are QIBs are hereby notified that the sellers of the shares may be relying on the exemption from the provisions of
Section 5 of the Securities Act provided by Rule 144A. Cutside the United States, the offering is being made in
reliance on Regulation S under the Securities Act. See “Plan of Distribution — Selling Restrictions.”” The Shares
are not transferable except in accordance with the restrictions described in this offering memorandum under
“Transfer Restrictions.”

The Managers expect to deliver the Shares through the book-entry facilities of Clearstream Banking AG on
or about March 28, 2002.

Sole Global Coordinator and Sole Bookrunner

Schroder Salomon Smith Barney

Co-Lead Manager
Commerzbank Aktiengesellschaft

Co-Manager
Vereins- und Westbank AG

March 22, 2002
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This offering memorandum is confidential. You are authorized to use this offering memorandum
solely for the purpose of considering the purchase of the Shares in the international offering described
herein. REpower Systems AG has furnished the information in this offering memorandum. You acknowl-
edge and agree that the Managers make no representation or warranty, express or implied, as to the
accuracy or completeness of such information, and nothing contained in this offering memorandum is, or
shall be relied upon as, 2 promise or representation by the Managers. You may not reproduce or distribute
this offering memorandum, in whole or in part, and you may not disclose any of the contents of this
offering memorandum or use any information herein for any purpose other than considering am
investment in the Shares offered hereby. You agree to the foregoing by accepting delivery of this offering
memorandum,

No person is authorized to give any information or to make any representation in connection with the
offering or sale of the Shares other than as contained in this offering memorandum. If any such
information is given or made, it must not be relied upon as having been authorized by REpower Systems
AG or its subsidiaries or any of the Managers or any of their affiliates, advisers or selling agents. Neither
the delivery of this offering memorandum nor any sale made hereunder shall under any circumstances
imply that there has been no change in the affairs of REpower Systems AG or its subsidiaries or that the
information set forth herein is correct as of any date subsequent to the date hereof.

In making an investment decision, prospective investors must rely upon their own examination of
REpewer Systems AG and the terms of this offering memorandum, including the risks involved.




The distribution of this offering memorandum and the offering and sale of the Shares in certain
jurisdictions may be restricted by law. REpower Systems AG and the Managers require persoms into
whose possession this offering memorandum comes to inform themselves about and to observe any such
restrictions. For a description of certain restrictions on the offering and sale of the Shares, see “Plan of
Distribution — Selling Restrictions” and “Transfer Restrictions.” This offering memorandum does not
constitute an offer of, or an invitation to purchase, any of the Shares in any jurisdiction in which such offer
or invitation would be unlawful.

Im this offering memorandum, references to the “REpower Systems Group,” the “REpower Group”
or the “Group” are to REpower Systems AG and its subsidiaries and/or affiliated cempanies, and
references to the “Company,” “we,” “us,” and “our” are to REpower Systems AG, or REpower Systems
AG and its subsidiaries and/or affiliated companies, as the context may require.

INFORMATION FOR PROSPECTIVE INVESTORS IN GERMANY

This offering memorandum in the English language was translated from the German language sales
prospectus (Verkaufsprospekt), which was approved by the Admissions Committee (Zulassungsausschuf3) of the
Deutsche Bdrse AG under section 6, subsections 1 and 4 of the German Securities Sales Prospectus Act
(Wertpapier-Verkaufsprospektgesetz) on March 22, 2002.

NQTICE TO PROSPECTIVE INVESTORS IN THE UNITED KINGDOM

This communication is directed only at persons who (i) are outside the United Kingdom or (ii) have
professional experience in matters relating to investments or (iii) are persons falling within Article 49(2)(a) to
(d) (“high net worth companies, unincorporated associations etc”’) of the Financial Services and Markets Act
2000 (Financial Promotion) Order 2001 (all such persons together being referred to as “relevant persons’). This
communication must not be acted on or relied on by persons who are not relevant persons. Any investment or
investment activity to which this communication relates is available only to relevant persons and will be engaged
in only with relevant persons.

NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

The Shares offered hereby have not been and will not be registered under the Securities Act, or with
any securities regulatory authority of any state or other jurisdiction in the United States, and may not be
offered, sold, pledged or otherwise transferred except pursuant to an exemption from, or in a transaction
not subject to, the registration requirements of the Securities Act and in compliance with any applicable
state securities laws. Any representation to the comtrary is a criminal offense in the United States. The
Shares are being offered (a) in the United States only to QIBs in reliance on the exemption from the
registration requirements of the Securities Act provided by Rule 144A and (b) outside the United States
ouly in “offshore transactions” as defined in, and in accordance with, Regulation S under the Securities
Act.

NOTICE TO PROSPECTIVE INVESTORS IN THE NETHERLANDS

The Shares offered hereby may only be offered, sold, delivered or transferred, directly or indirectly, in the
Netherlands to individuals who, or to legal entities which, trade or invest in securities in the conduct of a
profession or trade (which includes banks, investment banks, securities firms, insurance companies, pension
funds, other institutional investors, and treasury departments and finance companies of large enterprises).

ii




In connection with this offering, the Sole Global Coordinator may over-allot or effect transactions
that stabilize or maintain the market price of the Shares at levels above those that might otherwise prevail
in the open market. Such transactions may be effected on the Newer Markt of the Frankfurt Stock
Exchange, or otherwise and shall be carried out in accordance with applicable laws and regulations. Such
stabilization, if commenced, may be discontinued at any time.

NOTICE TO NEW HAMPSHIRE RESIDENTS ONLY -

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE REVISED
STATUTES (*RSA 421-B”) WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A
SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW
HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE THAT ANY DOCU-
MENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY
SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A
SECURITY OR A TRANSACTION MEANS THAT A SECRETARY OF STATE HAS PASSED IN ANY
WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL
TO, ANY PERSON, SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO
BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY REPRESENTA-
TION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

WHERE YOU CAN FIND MORE INFORMATION

We are not currently required to file periodic reports under Section 13 or 15(d) of the U.S. Securities
Exchange Act of 1934, as amended (the “Exchange Act’). We have agreed to submit an application pursuant to
Rule 12g3-2(b) under the Exchange Act for an exemption from the reporting requirements of Section 12(g) of the
Exchange Act. Pursuant to the terms of such exemption, we will furnish to the U.S. Securities and Exchange
Commission certain information in accordance with Rule 12g3-2(b). If at any time we are neither subject to
Section 13 or 15(d) of the Exchange Act nor exempt from reporting pursuant to Rule 12g3-2(b) thereunder, we
will furnish, upon written request, to holders of our shares, any owner of any beneficial interest in our shares or
any prospective purchaser designated by such a holder or such an owner, the information required to be delivered
pursuant to Rule 144A(d)(4) under the Securities Act.

MARKET AND INDUSTRY DATA

Market data and certain industry forecasts used throughout this offering memorandum and, in particular, in
the section “The Market for Wind Energy Products,” were obtained from internal surveys, reports and studies,
where appropriate, as well as market research, publicly available information and industry publications, including
the International Energy Agency, Shell International Limited, the European Union Commission, the German
Federal Association of Wind Energy, BTM Consult ApS, the Risg National Laboratory, Denmark, the German
Federal Ministry of the Environment, the United Nations, and the German Wind Energy Institute. All references
to information from any such sources in this offering memorandum refer to their surveys, reports, studies, market
research, publicly available information and industry publications, as the case may be. Industry publications
generally state that the information they contain has been obtained from sources believed to be reliable, but that
the accuracy and completeness of such information is not guaranteed.

ii




ENFORCEMENT OF FOREIGN JUDGMENTS AND SERVICE OF PROCESS

We are a stock corporation (Aktiengesellschaft) organised under the laws of the Federal Republic of
Germany. The members of our Supervisory Board (Aufsichtsrar) and Management Board (Vorstand) and the .
Selling Shareholder are not residents of the United States. All or a significant portion of our assets and the assets
of such persons are located outside the United States. As a result, it may not be possible for investors to effect
service of process within the United States upon us or such persons or to enforce against us or such persons
judgments predicated upon the civil liability provisions of the federal securities laws of the United States. There
is doubt as to the enforceability in Germany, in original actions or in actions for enforcement of judgments in
U.S. courts, of civil liabilities predicated solely upon the federal securities laws of the United States.

PRESENTATION OF FINANCIAL AND OTHER INFORMATION

The financial information included in this offering memorandum has been prepared in accordance with
International Accounting Standards (““IAS”) and the German Commercial Code (Handelsgesetzbuch) (“German
GAAP”). IAS and German GAAP differ in certain significant respects from accounting principles generally
accepted in other countries, including those in the United States (“U.S. GAAP”"). See “Summary of Significant
Differences Between IAS, U.S. GAAP and German GAAP.”

We have included in this offering memorandum our audited consolidated and unconsolidated financial
statements as of December 31, 2001 and our unaudited, examined (bescheinigt) pro forma consolidated financial
statements as of December 31, 2000 and December 31, 1999. Cur unaudited, examined (bescheinigt) pro forma
consolidated financial statements give effect to the incorporation and merger of our predecessor companies, pro +
pro Energiesysteme GmbH & Co. KG, Jacobs Energie GmbH, BWU-Anlagenfertigung und -service GmbH and
BWU-Brandenburgische Wind- und Umwelttechnologien GmbH (the “Predecessor Companies™) that was
completed in 2001 and the incorporation of Regenerative Energien Denker & Dr. Wulf GmbH & Co. KG into the
Company and its change of legal form to Denker & Wulf AG as if these changes had occurred on January 1,
1999. As the unaudited, examined (bescheinigt) pro forma consolidated financial statements describe a
hypothetical situation, they do not necessarily convey a picture of our financial condition and results of operations
as they would have existed if the consolidation, merger and change in legal form had actually been given effect as
of January 1, 1999.

In preparing our unaudited, examined (bescheinigt) pro forma consolidated financial statements, a number of
assumptions were made which are set forth in this offering memorandum under “Management’s Discussion and
Analysis of Financial Condition and Results of Operations.”

We publish our consolidated financial statements in Euro. References in this offering memorandum to
“EUR” are to Euro. In this offering memorandum, various figures and percentages set out herein have been
rounded and, accordingly, may not total.

FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements. Such forward-looking statements are not
historical facts. They are based on our current expectations, estimates and projections about our financial
condition, our business strategy, plans and goals for future business activities and the industry, and certain
opinions and assumptions. Forward-looking statements are identified by forward-looking words such as:
“anticipate,” “expect,” “intend,” ‘“plan,” “try,” “estimate,” and similar words. Forward-looking statements
contain information about the potential or assumed future results from our business activities, earnings, industry,
conditions and demand for our products. Such statements do not guarantee future developments and are subject to
risks, uncertainties and other factors, some of which are outside of our control and are difficult to predict.

LTINS LI
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Such forward-looking statements involve known and unknown risks, uncertainties, assumptions and other
factors related to the Company, including, among other things:

° the initial and continued market acceptance of our newly developed products and strong dependence on
one main product;

° changes in the legal regulation of the wind energy market;

o potential product liability claims;

° our continued relationships with our licensees;

o the continued employment of a number of key employees;

o claims alleging that we are infringing on the intellectual property rights of others;

o quickly changing technological requirements in the wind energy market;

° limited growth potential in a number of the markets in which we operate;

© our considerable seasonal fluctuations in quarterly results from operations;

o increased competition which may result in decreased prices and demand for our products and services;
o the effects of problems associated with international operations;

° our ability to attract and retain skilled personnel with knowledge of the wind energy industry;
° our ability to protect our know-how; and

o the influence exerted by a few shareholders on the Company.

These risks, uncertainties and assumptions may cause the actual results, performance or achievements of the
Company to be materially different from any future results, performance or achievements expressed or implied by
such forward-looking statements. Such forward-looking statements are based on numerous assumptions regarding
our present and future business strategies and the environment in which we will operate in the future.

Actual results could differ considerably from the information or projections contained in the forward-
looking statements. These forward-looking statements speak only as of the date of this offering memorandum.
We are under no obligation to update such statements or to notify the public of any changes relating to such
statements as a result of events or circumstances which occur after this offering memorandum has been published
and which reflect unforeseen events.

Schroder Salomon Smith Barney is the trade name of Salomon Brothers International Limited. Schroder is a trademark of Schroders
Holding plec and is used under license by Salomon Brothers International Limited. Salomon Brothers International Limited is the Sole Global
Coordinator and Sole Bookrunner. Salomon Brothers AG is the designated sponsor and applicant in the admissions process. For purposes of
this offering memorandum, “Schroder Salomon Smith Barney
Brothers AG, as the context may require.

i
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GENERAL INFORMATION
Responsibility for the Contents of the Offering Memorandum

We and the Managers assume responsibility for the contents of the offering memorandum under section 13
of the German Securities Sales Prospectus Act (Wertpapier-Verkaufsprospektgesetz) in conjunction with
section 45 of the German Stock Exchange Act (Bdrsengesetz), as well as under section 77 of the German Stock
Exchange Act (Bdrsengesetz) in conjunction with section 45 of the German Stock Exchange Act (Bérsengeserz).
We and the Managers state that to the best of our knowledge the information in this offering memorandum is
correct and no material information has been omitted.

Inspection of Documents

Documents about the Company are referred to in this offering memorandum and our future annual reports
and interim reports are available for inspection during normal business hours in our offices at Flughafenstrafie 54,
22335 Hamburg, Germany and at Salomon Brothers AG, Reuterweg 16, 60323 Frankfurt am Main, Germany.
Future annual and interim reports can also be viewed on our homepage on the Internet (www.repowersystems.de).

Subject of the Offering Memorandum

The subject of this offering memorandum is an offering of 2,300,000 bearer shares of common stock with no
par value (the “Shares’), specifically:

o 2,000,000 new bearer shares of common stock with no par value resulting from a capital increase (the
“IPO Capital Increase’) approved at our shareholders’ meeting on December 21, 2001, which excluded
shareholders’ preemptive rights (the “New Shares”), and which was made effective and registered on
March 21, 2002, each fully eligible for dividend payments as of January 1, 2002; and

° up to 300,000 bearer shares of common stock with no par value (the “Over-allotment Shares”) from the
Existing Shares, as defined in this offering memorandum under “Summary of the Offering — Over-
allotment Shares,” of JE/BWU-Verwaltungs GmbH, Sehestedt (the “Selling Shareholder”), each fully
eligible for dividend payments as of January 1, 2002.

Notification, Place of Payment and Place of Deposit

In accordance with our articles of association, our corporate notices will be published in the Federal Gazette
(Bundesanzeiger). Notices required to be published according to stock exchange rules will also be published in
the Frankfurter Allgemeine Zeitung. We have retained Commerzbank Aktiengesellschaft to act as payment and
depositing agent (the “Payment Agent”). In the future, the payment of dividends, the exercise of preemptive
rights of our shareholders with respect to the proportion of our share capital that they hold, and any other rights
with respect to the Shares can be made free of charge at Commerzbank Aktiengesellschaft during regular
business hours,
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SUMMARY

You shouwld read the following summary fogether with the more detailed information regarding the
Company, the Shares and our financial statements and the notes thereto appearing elsewhere in this offering
memorandum. This summary dees not contain ¢l of the material information that a prospective investor
should consider before investing in the Shares. Investors should therefore read the offering memorandum
carefully in ifs entirety.

Our Business

The REpower Systems Group specializes in the development, production, licensing and distribution of
technologically advanced and innovative wind turbines and the development of wind parks. The focus of our
business is on the rapidly growing market for multi-megawatt wind turbines (more than 1 MW). The Group’s
activities are rounded out by an extensive after-sales service for the operators of the wind turbines that we build,
which covers operations management, as well as service and maintenance of the wind turbines.

By concentrating our activities on development, production, distribution and project development, we
believe that we are focused on those parts of the value chain which offer high profitability and synergy effects.
The components of the wind turbines that we build (e.g., towers, generators, rotors and gearboxes) are not
produced by us, but are delivered by third-party manufacturers, partly using our proprietary know-how. This
limited vertical integration and the associated reduced capital requirements allow an efficient investment of
capital in our business.

The Group has experience from the installation of more than 650 wind turbines worldwide (through the end
of 2001) with a total capacity of approximately 400 MW. The Group installed 72 wind turbines with a total
capacity of approximately 64.2 MW in 2000, and 125 wind turbines with a total capacity of approximately
132.7 MW in 2001. On this basis, we generated sales of EUR 141.6 million and income before taxes and
minority interests of EUR 16.5 million in 2001. We were able to increase our sales in the last two fiscal years by
72.3% (average annual growth rate) as compared to fiscal year 1999. At the end of 2001, the Group had 260
employees.

In Germany, the Group aims to expand in the short term through the development of a number of
contractually secured new sites. In the context of its further growth, the Group’s focus is on expanding
internationally, particularly in the European market. In the medium term, the Group intends to play a meaningful
role in taking advantage of opportunities arising from the re-equipping of existing sites with newer, more
advanced wind turbines (“repowering’’) and to develop its business with offshore wind turbines.

QOur Strategy

We believe that we are well-positioned to grow disproportionately quickly in the market for wind energy.
Qur strategic goal is to occupy a meaningful position in the wind energy market. We are therefore planning to
expand our domestic and international market share and to further build on our recognized technological quality
in the multi-megawatt class of wind turbines. In particular, we plan to use our limited vertical integration to invest
our resources efficiently with a view to the realization of our growth objectives while taking profitability into
consideration.

We believe that we have the following competitive advantages which we propose to use in realizing our
strategy:

o Recognized technological quality;
e Limited vertical integration;
o Long-standing know-how in project development; and

o Reliability of planning.




SUMMARY FINANCIAL DATA

The following summary financial data should be read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations’ and the audited consolidated financial statements of
the Company as of December 31, 2001 and the unaudited, examined (bescheinigt) pro forma consolidated
financial statements of the Company as of December 31, 2000 and December 31, 1999 and the related notes
thereto which were prepared in accordance with International Accounting Standards (“IAS™), all of which are
included elsewhere in this offering memorandum. The unaudited, examined (bescheinigt) pro forma consolidated
financial statements give effect to the incorporation and merger of the Company’s Predecessor Companies, pro +
pro Energiesysteme GmbH & Co. KG, Jacobs Energie GmbH, BWU-Anlagenfertigung und -service GmbH and
BWU-Brandenburgische Wind- und Umwelttechnologien GmbH that was completed in 2001 and the incorpora-
tion of Regenerative Energien Denker & Dr. Wulf GmbH & Co. KG into the Company and its change of legal
form to Denker & Wulf AG, as if these changes had occurred on January 1, 1999. See also ‘‘Description of Our
Share Capital” and “Relationship with Denker & Wulf AG.” As the unaudited, examined (bescheinigt) pro
forma consolidated financial statements describe a hypothetical situation, they do not necessarily convey a picture
of REpower Group’s financial condition and results of operations as they would have existed if the consolidation,
merger and change in legal form had actually been given effect as of January 1, 1999.

Cur financial statements have been prepared in accordance with [AS, which differ in certain respects from
U.S. GAAP and German GAAP (Handelsgesetzbuch). For more information concerning the differences between
IAS, U.S. GAAP and German GAAP, see “Summary of Significant Differences Between IAS, U.S. GAAP and
German GAAP.”

Any reference to fiscal years 1999 and 2000 in this offering memorandum, unless indicated otherwise, refers
to the pro forma consolidated financial statements which were prepared in accordance with IAS and which were
not audited but examined (bescheinigt). Any reference to fiscal year 2001, unless indicated otherwise, refers to
the audited consolidated financial statements of the Company as of December 31, 2001.

The following table contains summary financial data from the Company’s unaudited, examined (bescheinigt)
pro forma consolidated profit and loss statements and balance sheets for fiscal years 1999 and 2000, the
Company’s audited consolidated profit and loss statement and balance sheet for fiscal year 2001, and pro forma

earnings per share for 1999, 2000 and 2001.
For the Year Ended December 31,

1999 2000 2001
(Pro Forma) (Pro Forma) (Audited)

(in thousands of Eursc)

Profit and Loss Data:

ReVenues . ... o 47,740.5 76,039.5 141,639.6
Total revenues .. ... 50,188.9 77,618.3 146,661.7
Other operating inCOME ... .......c..iiiiuie i, 878.5 2,165.7 3,100.2
Costof materials. .. ... (42,334.0) (52,7717.4) (104,284.1)
Personnel eXpenses .. ........ ... (2,103.2) (5,582.0) (10,615.0)
Depreciation and amortization ............. ... ... (1,388.8) (1,816.9) (2,184.2)
Other operating eXpenses . . ......vuu et ereetineeeenneeenn.. (3,340.3) (9,418.3) (14,275.7)
Operating results . ... ... e 1,901.2 10,189.4 18,398.9
Financial results .. ... ... (154.6) (1,265.4) (1,943.5)
Income before taxes and minority interests .. .................. 1,746.6 8,924.0 16,455.4
Net income before minority interests ........................ 1,216.9 5,517.7 10,145.1
j MiInority iNterestS . .. ov vttt e (245.5) (751.7) (1,154.7)

Net income for the year . ........... i 971.3 4,766.0 8,990.4




For the Year Ended December 31,

1999 2000 2001
(Pro Forma) (Pro Forma) (Audited)
(in thousands of Eurc)

Balance Sheet Data:

Fixed assets . . ..ot 10,908.9 13,446.9 17.,631.3
CUITENt ASSELS . .\ttt it e 23,067.9 69,732.3 62,818.4
Total asSets . ... .. i e e 34,374.0 84,705.3 81,534.7
Equity ... 5,029.2 9,673.2 15,762.6
Liabilities due to banks .. ... v 8,612.5 34,207.2 21,870.7
Accruals. . ... e 7,598.4 12,334.5 21,3285
Earnings per share:

Netincome forthe year ....... ... .. ... . i, 971.3 4,766.0 8,990.4
Number of shares? . ... ... 2,928,948 2,928,948 3,165,073
Earnings per share”” ... ... ... 0.33 1.63 2.84
1) For the pro-forma years (1999 and 2000), the nurnber of shares shown corresponded to the shares issued in the non-cash capital increase

of 2001. The number of shares for 2001 was calculated as a weighted average of the shares in circulation in 2001.
2) In Euro.
3)  We are not including a calculation of dividends per share for the above years since these figures cannot be calculated in a meaningfu!

way as a result of the pro-forma assumptions and the legal structures of the Predecessor Companies as defined herein.




New Shares .

Over-allotment Shares.........

Selling Shareheolder ...........

Over-allotment Option.........

Offer Price .

Stabilization .

Use of Proceeds. ..............

Sole Global Coordinator and
Sole Bogkrunmer............

Managers . . .

Selling Agent

SUMMARY OF THE OFFERING

The Offering consists of (i) a public offering in the Federal Republic of
Germany, (ii) a private placement to qualified institutional buyers
(*“QIBs”) in the United States in reliance on Rule 144A under the
U.S. Securities Act of 1933, as amended (the “Securities Act”), and
(iii) private placements outside the United States and Germany in accor-
dance with applicable local law. The offerings outside the United States are
being made in reliance on Regulation S under the Securities Act.

The Offering includes 2,000,000 new bearer shares of common stock with
no par value from a capital increase approved at our shareholders’ meeting
in December 2001 and made effective and registered on March 21, 2002.

The Offering also includes up to 300,000 bearer shares of common stock
of REpower Systems AG with no par value from the existing shares in the
Company (the “Existing Shares™) held by the Selling Shareholder.

JE/BWU-Verwaltungs GmbH, Sehestedt.

The Selling Shareholder has granted to the Managers an option exercisable
within 30 days from the date of this offering memorandum to purchase up
to 300,000 Over-allotment Shares, solely for the purpose of covering over-
allotments, if any. No additional shares owned by the Selling Shareholder
will be offered pursuant to this Cffering.

The offer price is €41.

In connection with the Offering, the Sole Global Coordinator, on behalf of
the Managers, is authorized to effect transactions on the Neuer Markt of
the Frankfurt Stock Exchange or otherwise to stabilize the market price of
the Shares or to hold the market price of the Shares above a level which
would otherwise apply in the open market. If the Sole Global Coordinator
comimences any such transactions, it may discontinue them at any time.

The proceeds of the Offering will strengthen our financial position. We
intend to use the proceeds to finance our planned growth and the associated
increase in working capital, as well as the international expansion of our
business. Furthermore, we plan to use the proceeds of the Offering to
finance the development of new wind turbines. Finally, the proceeds from
the Offering may be used to finance any acquisition opportunities which
may arise in the future. The Selling Shareholder will receive all proceeds,
less the costs of selling the Over-allotment Shares, from the sale of the
Over-allotment Shares if the Over-allotment Option is exercised.

Schroder Salomon Smith Barney

Schroder Salomon Smith Barney, Commerzbank Aktiengesellschaft and
Vereins- und Westbank AG.

Landesbank Schleswig-Holstein Girozentrale




Lock-Up Agreement........... We have obtained written undertakings from all of our existing sharehold-
ers (the “Existing Shareholders™), except for one who holds 21,700
Existing Shares (the ‘““Abstaining Shareholder”), in accordance with the
Regelwerk Neuer Markt and applicable provisions of the German Stock
Corporation Act (Aktiengeserz), under which our Existing Shareholders
shall be obligated, for a period of six months from the date of admission of
the Shares to the Neuer Markt, not to offer or sell any of their Existing
Shares (the “Lock-up Shares’), directly or indirectly, on an exchange or in
an over-the-counter transaction, or announce such action, or to take any
other action that is economically equivalent to a sale with respect to our
shares. With respect to the 21,700 Existing Shares held by the Abstaining
Shareholder, Deutsche Bdrse AG has released the Company from its
obligation to obtain and deliver a corresponding lock-up agreement.

We have agreed with Deutsche Bérse AG that, for a period of six months
from the date of admission of the Shares to the Neuer Markt, (i) we will
not offer or sell any of our shares, directly or indirectly on an exchange or
in an over-the-counter transaction, or announce such action and (ii) we will
not take any other action that is economically equivalent to a sale with
respect to the shares.

In addition, with the exception of our Abstaining Shareholder who holds
21,700 Existing Shares, we and the Existing Shareholders have agreed with
the Sole Global Coordinator, subject to the applicable provisions of the
German Stock Corporation Act (Aktiengesetz), that, for a period of twelve
months from the date of admission of the Shares to the Neuer Markt,
without the prior written consent of the Sole Global Coordinator, which
consent shall not be unreasonably withheld, we will not offer or sell shares,
directly or indirectly, on an exchange or in an over-the-counter transaction,
or announce such action, nor will we take any action that is economically
equivalent to a sale with respect to our shares.

Share Capital ................ After completing the Offering, we will have 5,401,198 Shares outstanding,
including the New Shares.

Voting Rights ................ Holders of our shares are entitled to attend and vote at the general
shareholders’ meeting. Each share carries one vote.

Dividends . ................... The New Shares are fully eligible to receive dividend payments for the
fiscal year starting January 1, 2002. The Existing Shares were originally
fully eligible for dividend payments as of January 1, 2001. JE/BWU-
Verwaltungs GmbH, the Selling Shareholder, however, signed an agree-
ment dated March 19, 2002 with the Company under which the Selling
Shareholder renounced its right to receive dividends for 2001. As a result,
all the Shares sold pursuant to the Offering will be eligible for dividends as
of January 1, 2002. In addition, JE/BWU-Verwaltungs GmbH, RE-DKW
Beteiligungs GmbH, CoNetwork GmbH, capiton Erste Kapitalbeteiligung-
sgesellschaft mbH, OPPENHEIM ACA Concept SICAV, as well as RE.A.
AG, signed an agreement dated March 20, 2002 in which they agreed to
vote at the general shareholders’ meeting in 2002 against the payment of a
dividend in 2001 and for the carrying forward of the profits into the next
year. Furthermore, the Management Board has undertaken to recommend a
vote against the payment of dividends to the shareholders at the general
shareholders’ meeting in 2002, having obtained the agreement of the
Supervisory Board to that recommendation.
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Admission to the Stock
Exchange . .................

Delivery of the Shares .........
Trading Date .................
Designated Sponsors ..........

Ticker Symbol................

Securities Identification Number
(WKN) ...

International Securities
Identification Number
(“ISIN*Y. .. oo

Common Code

The application for admission of our total share capital, including the New
Shares, to the Regulated Market (Geregelter Markt) for trading on the
Neuer Markt of the Frankfurt Stock Exchange was filed on March 7, 2002.
The application for admission was approved on March 22, 2002.

Delivery of the Shares is planned for March 28, 2002.
Trading is expected to begin on March 26, 2002.

Schroder Salomon Smith Barney and Commerzbank Aktiengesellschaft
RPW

617 703

DE0006177033
014483616




THE OFFERING

General Information

The Shares are being offered through (i) a public offering in the Federal Republic of Germany, (ii) a private
placement to qualified institutional buyers (“QIBs”) in the United States in reliance on Rule 144A and (iii) a
private placement outside the United States and Germany in accordance with local law. The offerings outside the
United States are being made in reliance on Regulation S under the Securities Act.

The Offering includes 2,000,000 New Shares from the IPO Capital Increase. A total of 2,000,000 New
Shares have been underwritten by the Managers and will be offered for sale to investors. The Sole Global
Coordinator has determined the final offer price for the Shares, the number of Shares to be sold and the number of
Shares allocated to each investor with our consent and the consent of the Selling Shareholder on the basis of an
order book, which was compiled through a bookbuilding process. The Managers reserve the right to refuse any
purchase order, in whole or in part.

The Selling Shareholder has granted to the Managers an option to purchase up to 300,000 Over-allotment
Shares within a period of 30 days after the date of this offering memorandum, solely to cover any over-
allotments. No additional shares owned by the Selling Shareholder will be offered pursuant to this Offering. The
Over-allotment Shares will be made available to the Managers at their request through a securities loan by the
Selling Shareholder. To the extent that the Cver-allotment Option is not exercised, the Managers will return
Shares borrowed for the purpose of over-allotment with Shares purchased on the open market.

Allocation

A limited number of Shares may be allocated to certain of the Managers in order to enable them to fulfill
their role as designated sponsors in connection with the Offering and admission to trading on the Neuer Markt.

The Shares will be allocated to retail investors in Germany in accordance with uniform criteria. It is
expected that the public will be notified of the allotment criteria on March 26, 2002 in accordance with the
Principles for Allocating Stock Issues to Private Investors of the Stock Exchange Expert Commission of the
Federal Ministry of Finance (Prinzipien fiir die Zuteilung von Aktienemissionen an private Investoren der
Borsensachverstindigenkommission des Finanzministeriums) of June 7, 2000.

Designated Sponsors

Any issuer of securities admitted to trading on the Neuer Markt of the Frankfurt Stock Exchange must select
at least two designated sponsors. A designated sponsor is a financial institution authorized to trade on the
Frankfurt Stock Exchange, which offers additional liquidity by quoting “‘buying” and “selling” prices. The
designated sponsors also advise the Company with respect to all stock exchange-related matters. Schroder
Salomon Smith Barney and Commerzbank Aktiengesellschaft will act as designated sponsors in the Offering.

Stock Exchange Listing

Our total share capital, including the New Shares, was admitted to the Regulated Market (Geregelter Markt)
for trading on the Neuer Markr of the Frankfurt Stock Exchange on March 22, 2002. The application for
admission of the Shares was filed on March 7, 2002. Trading of the Shares is expected to begin on March 26,
2002. Until the end of the lock-up period, the Lock-up Shares will not be listed. After six months following the
commencement of the listing of the shares not subject to the lock-up, the Lock-up Shares are scheduled to be
listed on the Regulated Market (Geregelter Markt) with trading on the Newer Markt of the Frankfurt Stock
Exchange. The 21,700 Existing Shares held by the Abstaining Shareholder, which are not subject to the lock-up
period, are not expected to be listed on the Regulated Market (Geregelter Markt) and traded until one day after
the date of the general shareholders’ meeting of the Company in 2002.
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The following securities identification numbers (WKN) apply to the categories of shares below depending
on when the respective shares are to be listed:

o For the Offer Shares: WKN 617 703, ISIN DE0006177033, and Common Code 014483616.

o For Existing Shares subject to the lock-up period (according to section 2.2 of the Regelwerk Neuer
Markt): Interim WKN 542 957, ISIN DE0005429575 and Common Code 014538488 and

o For the 21,700 Existing Shares not subject to the lock-up period: Interim WKN 546 323, ISIN
DE0005463236, and Common Code 014538496.

The ticker symbol is RPW.

Compliance with the Regelwerk Neuer Markt and its Post-admission Regquirements

The Company has stated to Deursche Bérse AG that it recognizes the Regelwerk Neuer Markt, as amended,
and has agreed with Deutsche Borse AG to comply with the Regelwerk Neuer Markt, as amended, and the post-
admission requirements of the Neuer Markt, including;

e the preparation of quarterly reports in English and German and the immediate transmission thereof to
Deutsche Bérse AG in electronic format;

o the publication of notices of shareholders’ meetings and of notices concerning the distribution and
payment of dividends, the issuance of new shares and the exercise of conversion rights, preemptive rights
or subscription rights, as well as any amendments to the rights connected with the shares;

o the production and maintenance at least once a year of a calendar of the Company’s corporate events in
English and German, which includes the dates of all significant corporate events of the Company, in
particular the time and place of shareholders’ meetings, financial press conferences and analysts’
meetings, which are to be transmitted to Deutsche Borse AG once a year in electronic format;

o the holding of an analysts’ meeting once a year; and

° compliance with the publicity requirements of section 15 of the German Securities Trade Act
(Wertpapierhandelsgesetz).

Lock-Up Period

The Existing Shareholders have irrevocably agreed, in accordance with the Regelwerk Neuer Markt and
applicable provisions of the German Stock Corporation Act (Aktiengesetz), that, for a period of six months from
the date of admission of the Shares to the Neuer Marks, (i) they will not offer or sell any Lock-up Shares, directly
or indirectly, on an exchange or in an over-the-counter transaction, or announce such action, and (ii) they will not
take any action that is economically equivalent to a sale with respect to shares in the Company. With respect to
the 21,700 Existing Shares held by the Abstaining Shareholder, Deutsche Birse AG has released the Company
from its obligation to obtain and deliver a corresponding lock-up agreement. With the exception of the Abstaining
Shareholder who holds 21,700 Existing Shares, the Existing Shareholders have agreed that the Company can
inform Deutsche Borse AG of the amount of their shareholdings and that their shareholdings will be booked
under a separate securities identification number (WKN), identifying the Lock-up Shares at the depositary bank
and Clearstream Banking AG. To monitor compliance during the lock-up period, the depositary bank of all
Existing Shareholders will not be required to abide by the requirements of German bank secrecy laws. If the lock-
up period is violated, the Existing Shareholders have agreed to pay a contractual fine to Deutsche Birse AG and
to waive the depositary bank’s obligation to conclude the transaction and deliver the Shares.

We have agreed with Deursche Bérse AG, in accordance with the relevant provisions of the German Stock
Corporation Act (Aktiengesetz), for a period of six months from the date of admission of the Shares to the Newer
Markt, not to offer or sell any of our shares, directly or indirectly, on an exchange or in an over-the-counter
transaction, not to announce such action and not to take any other action that is economically equivalent to a sale
with respect to our shares. Deutsche Borse AG can waive this restriction on our behalf or on behalf of the Existing
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Shareholders upon legitimate request. We will inform Deutsche Borse AG without delay if we become aware of
any facts indicating a breach of the prohibition on disposal by any Existing Shareholder.

In addition, other than the Abstaining Shareholder who holds 21,700 Existing Shares, the Existing
Shareholders have irrevocably agreed with the Sole Global Coordinator, in accordance with the applicable
provisions of the German Stock Corporation Act (Aktiengesetz), that, for a period of twelve months from the date
of admission of the Shares to the Neuer Markt, without the prior written consent of the Sole Global Coordinator,
which consent shall not be unreasonably withheld, they will not offer or sell any of our shares, directly or
indirectly, on an exchange or in an over-the-counter transaction, or announce such action, or take any action that
is economically equivalent to a sale with respect to our shares.

Furthermore, we have agreed that we will not, in accordance with the applicable provisions of the German
Stock Corporation Act (Aktiengesetz), for a period of twelve months from the date of the admission of the Shares
to the Neuer Markt, without the prior written consent of the Sole Global Coordinator, which consent shall not be
unreasonably withheld, offer, sell or contract to sell, or otherwise dispose of (or enter into any transaction which
is designed to, or might reasonably be expected to, result in the disposition (whether by actual disposition or
effective economic disposition due to cash settlement or otherwise) by us or any of our subsidiaries or any person
associated with us or any of our subsidiaries) directly or indirectly, either on an exchange or in an over-the-
counter transaction, or announce the offering of, any of our shares or any securities convertible into, or
exchangeable for, our shares. We will notify the Sole Global Coordinator without delay if we become aware of
any facts indicating a breach of the prohibition on disposal by any Existing Shareholder.

Stabilization

In connection with the Offering, the Sole Global Coordinator, on behalf of the Managers, may effect
transactions to stabilize the market price of the Shares or to hold the market price above a level that would
otherwise apply in the open market. If the Sole Global Coordinator commences any such transactions, it may
discontinue them at any time. Stabilizing transactions can be effected on the Neuer Markt of the Frankfurt Stock
Exchange or otherwise. See ‘“‘Plan of Distribution — Stabilization.”

Payment and Delivery

The Shares are evidenced by global certificates deposited at Clearstream Banking AG, Frankfurt am Main,
Germany (‘““Clearstream™), which serves as a securities clearing and deposit bank. According to the bylaws of the
Company, the shareholders of the Company have no right to request a share certificate. The buyer’s payment date
for the purchase price for the Shares, plus securities commission, has been tentatively set for March 28, 2002 at
which time the Shares will be booked at Clearstream.

Eligibitity of Shares for Dividend Payments

The New Shares are fully eligible to receive dividend payments for the fiscal year starting January [, 2002.
The Existing Shares were originally fully eligible for dividend payments as of January 1, 2001. JE/BWU-
Verwaltungs GmbH, the Selling Shareholder, however, signed an agreement dated March 19, 2002 with the
Company under which the Selling Shareholder renounced its right to receive dividends for 2001. As a result, all
the Shares sold pursuant to the Offering will be eligible for dividends as of January 1, 2002. In addition,
JE/BWU-Verwaltungs GmbH, RE-DKW Beteiligungs GmbH, CoNetwork GmbH, capiton Erste
Kapitalbeteiligungsgesellschaft mbH, OPPENHEIM ACA Concept SICAV, as well as R.E.A. AG, signed an
agreement dated March 20, 2002 in which they agreed to vote at the general shareholders’ meeting in 2002
against the payment of a dividend in 2001 and for the carrying forward of the profits into the next year.
Furthermore, the Management Board has undertaken to recommend a vote against the payment of dividends to
the shareholders at the general sharecholders’ meeting in 2002, having obtained the agreement of the Supervisory
Board to that recommendation.




RISK FACTORS

You should consider carefully the following risks and the other information in this offering memorandum
before deciding whether to invest in the Shares. The risk factors set forth below are not intended to be exhaustive,
and there may be other considerations which should be taken into account in relation to an investment in the
Shares.

Risks Relating to the Company
We are heavily dependent on a few key products which carry a high degree of technical risk.

Cur future development depends almost entirely on the acceptance and marketability of wind turbines, and
in particular, on the future success of the models which we are currently developing.

The performance of our wind turbines in the medium and long term is subject to important technical and
physical risks. We do not have experience in generating certain wind turbine models at full power over a long
period of time. This is especially the case with the MD 70/77 model, which has only been in production since
2000. As a result, there can be no assurance regarding the long-term reliability and useful lives of these wind
turbines or their individual components.

If demand for our products declines, or the marketability or life span of our products diminishes so that the
products can no longer be sold on the market or can only be sold in small quantities, our net worth, financial
condition and operating results could be adversely affected.

Warranty claims due to defects in our products could have an adverse impact on our net worth, financial
condition and operating results. Moreover, defects in our products could damage the reputation of our internally-
developed products and thus reduce the marketability of these products and the confidence of our current or
future customers.

Many of our products are in the early stages of development, and we cannot be certain that these products
will be commercially successful.

Cur growth depends in large part on developing and marketing new wind turbines with ever increasing
power ratings. We are currently developing the MM 70 prototype, which has a power rating of 2.0 megawatts, for
completion later this year. We intend to develop new wind turbines with even higher power ratings for both
onshore and offshore application in the future. However, there can be no assurance that offshore wind turbines
will be technologically, legally and economically feasible in the future.

Whether new wind turbines will be accepted by and be successful in the market cannot be assured. For a
variety of reasons, including uncertainties in forecasting future developments in technology, the success of our
products cannot be predicted with any certainty. There can be no guarantee that we will succeed in introducing
new products into the market in a timely manner, that the newly introduced products will be accepted in the
market, or that such acceptance will continue for any period of time. Any of these factors could have a material
adverse effect on our net worth, financial condition and operating results.

We plan to invest significantly in research and development and to commit a significant investment in
personnel for product development over the next few years. However, there is a risk that the Company’s
development of new and existing products may be delayed, may generate higher than expected costs or may fail
technologically. It cannot be assured that we will be able to develop turbines with ever increasing power ratings
or that this will lead to large profits for us or that we will be able to continue to successfully exploit and develop
our expertise in the future. In addition, it cannot be assured that the costs of developing new products will not be
greater than future income from those products. Any of these factors could have a material adverse effect on our
net worth, financial condition and operating results.

Our investments in turnkey and other projects may fail.

Our subsidiary, Denker & Wulf AG, with the exception of a limited number of residual projects of the
Predecessor Companies, is exclusively responsible for selling our turnkey wind turbines and wind parks to
operators in Germany. Denker & Wulf AG bears the risk and expense of developing wind turbines until it

10




transfers the turbines to the operator. This also applies to wind parks installed by the Company and its
subsidiaries outside of Germany, though the costs of installing wind parks in foreign markets are higher than the
costs of installing them in Germany. There can be no guarantee that projects in which we have already invested
resources will not ultimately fail, which failure could have a material adverse effect on our net worth, financial
condition and operating results.

We may not be able to secure suitable locations for our turnkey projects.

Our ability to secure suitable sites for wind parks through lease agreements or, in certain limited instances,
purchase agreements, is of increasing relevance in light of the increasingly limited supply of suitable sites in
Germany. Given that the conclusion of such agreements is of fundamental importance to our ongoing project
development business, difficulties in acquiring new sites could have a significant impact on future project
development sales and thus could have a material adverse effect on our net worth, financial condition and
operating results.

There may be some disputes over the ownership of wind turbines which we have installed on leased land.

Under German law, any structure installed or built permanently on real property is considered to be part of
the real property on which it was installed or built. Accordingly, the ownership of such a structure is considered
to pass to the owner of the real property on which it is built, unless the structure was built pursuant to a lease that
the builder held over the real property in question which has a duration that is shorter than the economic life of
the structure built on it. Wind turbines are generally installed on property that is not owned by the operators of
such wind turbines. The same is true of the wind turbines installed by Denker & Wulf AG. As a result, wind
turbine operators generally seek to protect their ownership interests in the wind turbines that they install and/or
operate by securing a lease for the property on which the wind turbines are installed. However, as discussed
above, whether an operator’s ownership of the wind turbines that it has installed on leased land is protected
depends on the duration of the lease as compared to the economic life of the wind turbines, a matter which, with
respect to wind turbines specifically, is unclear under German law.

The German Federal Supreme Court (Bundesgerichishof) has not commented on the circumstances under
which a lease agreement would protect the ownership interests of a wind turbine over a turbine installed on leased
land. However, German legal commentators seem to agree that, in order for a lease agreement to prevent the
owner of the land itself from becoming owner of a wind turbine operated on that owner’s land, the lease must be
drafted so that the duration of the lease is significantly shorter than the probable economic life span of a wind
turbine. German legal commentators generally estimate the life span of a wind turbine to be between 25 and
45 years. Most of the lease agreements entered into by Denker & Wulf AG with respect to the land on which it
has installed wind turbines have a term of only 25 years and generally include one or two extension options for
five years each. Since German law provides no direct guidance as to how much shorter the duration of the lease
agreement must be vis-a-vis the economic life span of the wind turbine in order to protect the ownership interests
of the operators thereof, German courts may follow German legal literature, which states that duration of the land
use agreement must be significantly shorter than the economic life span of the wind turbine to prevent the transfer
of the ownership of the wind turbines to the owners of the land. The German courts may, therefore, find that the
lease agreements secured by Denker & Wulf AG over the land on which they have installed wind turbines are
ineffective in protecting the ownership rights of the operators thereof.

If the lease agreements are considered ineffective, operators of wind turbines will have to rely on special
easements over the land on which their wind turbines are installed to protect their ownership interest in the wind
turbines themselves. For special easements to be valid under German law, they must be entered into the land
register of the appropriate municipality. Although Denker & Wulf AG has regularly entered special easements
over the land on which it has installed its wind turbines into the appropriate land register, most of these entries in
the land register were made after the wind turbines had already been built on the land in question, and in many
cases, the wind turbines were built even before the entry request was filed with the appropriate land registry. As a
result, most of the speciai easements which Denker & Wulf AG have obtained may be ineffective under German
law with respect to perfecting their ownership interest and the ownership interests of the wind turbine operators in
the wind turbines that they have instalied on the land that they do not own. Though this question of law is largely
unsettled, German legal commentators generally suggest that at the very least an entry request with the
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appropriate land registry must be made before the building of a wind turbine for a special easement which is valid
and enforceable in all respects to exist over the land on which the wind turbine was built.

If a German court finds that the measures taken by Denker & Wulf AG were not sufficient to protect the
ownership interests of wind turbine operators in the turbines that they operate, such operators may file claims
against Denker & Wulf AG for delivery of ownership of the wind turbines or for damages arising out of
Denker & Wulf’s failure to protect their ownership interests. In addition, there is a risk that a German court could
find that the earnings from the wind turbines belong to the owners of the land on which the turbines are installed,
rather than the operators of the turbines themselves. Such claims could have an adverse effect on the sale of
turnkey projects which are already in the process of being built and installed and which are still owned by
Denker & Wulf AG. Successful claims by landowners disputing the ownership of wind turbines located on their
land and resulting claims by operators for damages arising out of Denker & Wulf AG’s failure to adequately
protect their ownership interests could have a material adverse impact on the net worth, financial condition and
operating results of Denker & Wulf AG, and thus may adversely affect the Company’s reputation, net worth,
financial condition and operating results.

Qur quarterly sales revenue and operating results fluctuate as a result of seasonality of our business.

Our sales revenue and operating results have historically fluctuated from quarter to quarter. In Germany,
wind parks are usually built in the second half of the year, primarily in the fourth quarter. Therefore, the
overwhelming portion of revenue generated and expenses incurred generally falls in the fourth quarter of each
fiscal year. However, a significant portion of our operating expenses cannot be adjusted for short-term
fluctuations in business activity. As a result, a drop in sales revenue in one quarter may have a disproportionately
adverse effect on our operating results in such quarter. In the future, quarterly results from operations are
expected to continue to fluctuate significantly. As a result, our operating results may in the future fall below the
expectations of market analysts and investors in certain quarters of each fiscal year, which could have an adverse
effect on the price of the Shares.

We have a limited operating history upon which to measure our performance.

While our Predecessor Companies and Denker & Wulf AG have been involved in the wind energy business
for several years, we have only a limited operating history. We were initially formed as a result of a merger of our
Predecessor Companies into the Company and the contribution of the majority interest in Denker & Wulf AG,
Sehestedt in mid 2001, with retroactive effect as of January 1, 2001. As a result, we do not have any historical
data as a consolidated group and the pro forma financial information printed in this offering memorandum for
1999 and 2000 has only limited significance for comparative purposes and may be misleading.

Qur recent consolidation presents many organizational challenges which may negatively affect our
business.

As a result of our consolidation in 2001, our management and organizational structures are still being
integrated. There can be no assurance that the Predecessor Companies will rapidly integrate into the Company
and produce the desired positive effects. A failure of, or delay in, the integration process could have a material
adverse effect on our net worth, financial condition and operating results.

We will have to comply with additional accounting requirements such as IAS as a result of the Offering. Qur
accounting systems, together with our reporting systems and underlying cost accounting methods, will have to be
adapted to comply with the additional financial reporting requirements as a result of the Offering, which may
cause us to incur additional costs on an ongoing basis. In addition, as of the date of this offering memorandum,
we have not completed our internal risk management system, which will allow us to detect negative developments
at an early stage.

Our future growth may put pressure on our organizational structure. It may be necessary to implement
additional restructuring measures which may increase our operating expenses and thereby adversely affect our
operating results. In addition, any delay in the introduction of new internal management and reporting systems, in
the adaptation and expansion of existing structures or in the making of organizational changes, all of which may
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be necessary to facilitate our growth, could have an adverse impact on our net worth, financial condition and
operating results.

Expanding our market outside of Germany could increase costs and may decrease profits.

Our strategic objective of rapidly expanding the development and sales of wind turbines for overseas
locations carries certain significant risks. We have historically generated only limited revenue and profit from the
sale of wind turbines in foreign markets, and there can be no assurance that we will be able to expand our export
activities as planned. Our business strategy of expansion into foreign markets will require us to adapt our
products and our marketing strategy to foreign markets. In many important markets such as France, Greece and
Spain, we have had to establish subsidiaries or affiliated companies, often using local partners who also have a
shareholding in the newly established business, or we have had to conclude cooperation agreements with
companies who are already established in the local wind energy market. In the case of such joint ventures and
other cooperation arrangements, there can be no assurance that we will be able to prevail in a potential
disagreement with our business partners.

Our expansion into foreign markets will also expose us to risks associated with different legal and taxation
regimes and economic conditions in each country and to different (and potentially more onerous) legal regimes
with respect to product liability and warranty requirements. As a result, our strategy of expansion into markets
outside Germany could increase our costs of operations and thereby could have an adverse effect on our future
prospects, financial condition and operating results.

If we lose key members of our management team, our business could be adversely affected.

Our success is largely attributable to the performance of our management and executives. Our ability to
retain our management and executives and skilled employees is essential to our future financial success. The
departure of key management employees of the Company or its subsidiaries could have a negative impact on our
current business, future prospects, financial condition and operating results.

We must continue to attract and retain employees to administer and grow our business.

Our successful financial growth largely depends on our ability to attract, retain and continually train
qualified and motivated employees. We place particular importance on hiring and retaining employees with
experience in the development of wind turbines and marketing and sales employees with a background in wind
energy technology and services. A shortage of qualified employees could impair our growth and could harm our
current business, future prospects, financial condition and operating results.

We are highly dependent on a small group of suppliers for most components, which are essential to our
business.

We depend almost entirely on outside suppliers for the components that we use to manufacture and install
wind turbines. If our suppliers do not consistently deliver high quality components in the necessary quantities and
in a timely manner, our business will suffer. One supplier’s inability to deliver the components that we have
ordered from it could cause a delay in the completion of our orders and the installation of our wind turbines. If
we fail to meet deadlines for the production and installation of wind turbines already ordered due to a supplier’s
failure to deliver components we need in a timely manner, since no alternative supplier would be available in
many cases, we could be forced to pay contractual penalties, which could have a material adverse effect on our
net worth, financial condition and operating results.

Although we may generally be able to secure certain components from more than one supplier, some
components are developed and manufactured by particular suppliers specifically for us. As there are as a general
matter very few suppliers who are able to supply the control systems and rotor blades that we use in
manufacturing wind turbines, it is not possible in practical terms for us to broaden our base of suppliers to any
significant extent. LM Glasfiber A/S, Denmark is currently the only supplier of rotor blades capable of meeting
our delivery and quality standards. We also depend on one sole supplier, MITA-Teknik A/S, Denmark, for our
control systems. As a result, any increase in the prices of rotor blades and control systems or lack of required
parts necessary for our manufacturing business due to this oligopoly may adversely affect our net worth, financial
condition and operating results.
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We are dependent on certain key customers.

We generated 34% of our revenue through Denker & Wulf AG and 20% of our Group’s revenue through one
single other customer in fiscal year 2001. As we have no control agreement with Denker & Wulf AG, we can only
ensure that it purchases our wind turbines in the course of its business by exercising our influence through our
majority voting rights and our representation on the supervisory board of Denker & Wulf AG. This has been the
case in the past. If Denker & Wulf AG and/or our other important client works with one of our competitors and
we are unable to find new customers to provide us with a comparable amount of business, our current business,
future prospects, financial condition and operating results could be adversely affected.

We may need additional financing.

We have, to a large extent, financed our growth through loan agreements and other financing arrangements
concluded with third parties. We may have to raise additional funds through additional equity issuances and
capital increases or work with strategic or financing partners to achieve our planned growth goals. The availability
of such funds will largely depend on the achievement of our strategic objectives. If we do not meet these strategic
objectives, our financial condition may be weakened, which could damage our future growth prospects, and could
have a material adverse effect on our net worth, financial condition and operating results.

Future acquisitions may negatively affect our business.

We currently do not plan to use the funds from this Offering to acquire other companies. However, if we are
presented with suitable acquisition opportunities in the future, we may acquire other companies. It is possible that
our future acquisitions will not meet the expected levels of sales and profits, which could have an adverse effect
on our business, future prospects, financial condition and operating results.

Risks Relating to OQur Industry

We operate in e highly competitive industry with some competitors who have greater resources than we
do, which could limit our ability to grow.

The global market for wind turbines and turnkey wind project development is intensely competitive.
Important factors affecting competition in our industry include performance capacity, reliability, product quality,
technological leadership, price, and the scope and quality of services and training offered to customers. The
competitors in the wind turbine industry which our management views as most important are summarized in this
offering memorandum under “Our Business — Competition.” Although we have expended considerable
resources on product development, some of our competitors have greater financial, technical, personnel,
marketing, purchasing and other resources which may allow them to react faster to trends and changes in
customer demand. Our competitors may be willing and able to spend more resources to develop products and
sales and may be able to provide products faster or at a lower price than we can. If our competitors in the wind
energy industry consolidate through joint ventures or cooperative agreements with each other, we may have
difficulty competing with them.

We have granted licenses to several of our competitors in the wind energy market in exchange for licensing
fees. Licensing our technology to competitors may damage our technological superiority, notwithstanding the
rapid rate of technological change in the industry, and may enable our competitors to compete more successfully
against us. More intense competition could lead to reductions in the prices charged in the market and, by
extension, in the prices we can charge for the manufacturing, installation and servicing of wind turbines. As a
result, we could face a reduction in our sales revenues and profit margins, the loss of our market share, and the
failure to achieve our intended market position, all of which could have a material adverse effect on our current
business, future prospects, net worth, financial condition and operating results.

We may be unable to keep pace with rapidly evolving technology.

The global market for wind turbines is rapidly evolving technologically. Wind turbines are progressively
becoming larger and more powerful, and our customers are demanding more efficient and user-friendly wind
turbines. To maintain a successful business in our field, we will have to quickly and consistently develop new and
improved wind turbines that keep pace with technological developments and changing standards and meet the
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constantly growing demands of our customers. Cur ability to develop and market wind turbines with higher
power ratings on an ongoing basis is particularly important. If we fail to adequately respond to the technological
changes in our industry, the Company’s net worth, financial condition and operating results may be adversely
affected.

We may encounter further obstacies in the market for wind turbines.

The German market for wind turbines is expected to shrink considerably by 2005 because of a shortage of
suitable land on which to install wind turbines. To meet our growth expectations, we believe that we must not
only develop and sell wind turbines to be used in foreign markets and offshore wind parks, but we must also
re-equip existing wind parks with newer, more advanced wind turbines to achieve higher power ratings
(“repowering”’). However, “‘repowering” is subject to certain legal planning requirements under German law
which we may not be able to comply with, which in turn may prevent us from reaching our planned level of
growth in the “repowering” business. For information on risks arising from the development of offshore wind
turbines, see “Risks Relating to the Company — Many of our products are in the early stages of development,
and we cannot be certain that these products will be commercially successful.”

Fluctuations in currency exchange rates and inferest rates could adversely affect our financial condition
and results of operations.

As long as our revenues are denominated in Euro, we do not expect to experience any adverse effects
resulting from fluctuations in currency rates on our future net worth, financial condition and operating results.
However, if we decide to expand our business in non-Euro countries and enter into non-Euro denominated
commercial agreements without simultaneously concluding appropriate hedging agreements, declines in the
currency rates of those countries could negatively impact our current business, future prospects, financial
condition and operating results.

A general increase in interest rates could make the financing of our Company more expensive and could
make an investment in wind turbines which are largely financed by debt less attractive to investors.

Legal and Tax Related Risks

We may be adversely affected by changes in the legal framework for government assistance to wind
turbine operators and environmenial protection measures.

Operators of wind turbines currently must rely on government support because the production of electricity
from wind energy is generally costlier than the production of electricity from fossil fuels. As a result, the sale of
our wind turbines depends indirectly on the existence of such assistance for wind turbine operators.

The Law for the Priority of Renewable Energies (Geserz fiir den Vorrang Erneuerbarer Energien) (“EEG”)
provides assistance to wind turbine operators in Germany. Assistance provided through the EEG and similar
policies in foreign markets, which are significant to us, and the rules under which this assistance is provided are
summarized in this offering memorandum under “Legal Framework for the Development and Operation of Wind
Turbines.” There can be no assurance that the scope of this assistance will not in the future be reduced, changed,
or completely discontinued. Reductions or other changes in the level of government assistance given to wind
turbine operators could negatively impact the salability of our products and thus have a material adverse effect on
our net worth, financial condition, operating results and future prospects.

Even though there exists a broad political consensus both in Germany and the European Union that the
generation of electricity from renewable energy sources should be supported, wind turbines may have an
environmental impact. The operation of wind turbines can cause certain types of environmental harm, including
noise pollution, shadows or reflected light, casting off of ice particles in the winter, obstruction of the appearance
of the countryside, and, in the view of nature conservation societies, harm to birds. These types of environmental
effects are largely regulated by engineering and environmental protection laws. The relevant portions of these
laws, as well as some of the environmental compatibility examinations required in Germany under certain
circumstances, are summarized in this offering memorandum under “Legal Framework for the Development and
Operation of Wind Turbines.” These regulations or future amendments thereto or additional environmental laws
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or regulations may cause the construction and/or operation of wind turbines to be delayed, impeded or prevented
and, as such, could have a material adverse effect on our current business, future prospects, financial condition
and operating results. For example, the implementation of changes to existing environmental regulations (UVP
Anderungsrichtlinie), which shifted responsibility from local building authorities to state authorities, has caused
the construction and/or operation of our wind turbines to be delayed or impaired in the past.

We face uncertain product Lability and warraniy risks and may face related claims.

We are exposed to product liabilities which are inherent to the manufacturing and marketing of wind
turbines. If our products are defective or fail to meet certain standards, we may be liable for damages to our
customers under certain contractual, legal or guarantee claims. In addition to our general warranties, we also
generally guarantee our customers a specific performance curve, maximum noise level and availability of our
wind turbines for power generation for a period of two to five years from delivery. Our current contractual terms
and conditions do not reflect recent amendments to the provisions of the German Civil Code governing warranties
and statute of limitations which do not permit limiting contractual liability. In addition, the new provisions of the
German Civil Code (Biirgerliches Geseizbuch) do not permit certain contractually agreed limitations on
statutorily prescribed warranty periods and on the amount of damages. In the future, we will have to ensure that
our contracts reflect the relevant changes in German law, which in turn would expand our warranty obligations in
both substance and duration.

Some of the gear unit components and rotor blades delivered to us by our suppliers in the past have been
defective. Depending on our individual contract with a supplier and the applicable law, we may not always be
able to successfully enforce a warranty claim against a supplier for defective components. This is especially true
for suppliers located outside of Germany with whom our agreements, in some cases, are governed by foreign law.
In addition, some of the agreements we have with our suppliers contain provisions which are, in part, unfavorable
to us. Moreover, some of our suppliers may have a limited ability to pay warranty claims brought against them.
These factors may complicate or prevent the enforcement of our warranty claims against suppliers. Qur inability
to enforce warranty claims against or to obtain compensation from our suppliers could result in claims from
customers having a material adverse effect on our net worth, financial condition and operating results. More
regular technical difficulties could also limit the profitability of future wind parks, which could adversely affect
the market position and reputation of our subsidiary, Denker & Wulf AG.

There is a risk that, in providing certain types of information in the context of selling or marketing wind
parks to potential purchasers or investors, our subsidiary, Denker & Wulf AG, has directly and indirectly exposed
or will directly and indirectly expose itself to potential lability under German law for any inaccuracy or
incompleteness in the information provided. For example, Denker & Wulf AG regularly provides its customers
with information regarding the sale of wind turbines or wind parks. This information, which includes wind
energy earnings reports, could alone or together with other reports be viewed as an offering prospectus under
German law. In addition, Denker & Wulf AG used an offering prospectus in one instance to sell a wind farm and,
along with one of its subsidiaries, is managing partner for operating companies which have also exposed
themselves to potential liability under German law for any inaccuracy or incompleteness in information provided
in the context of selling or marketing a wind park. Under German law, information contained in a prospectus
must be accurate and complete, and there is an obligation to disclose, in the context of a pre-contractual
relationship, all circamstances of importance to the investor. On the other hand, the issuers of the prospectus,
founders and initiators may be found jointly liable for an offending breach of these requirements. Therefore, if
information provided to Denker & Wulf AG’s customers in the past, either by it or the operating companies with
which it is associated, is deemed to be a prospectus under German law, the information contained therein must be
accurate and complete. If it is not, Denker & Wulf AG may be held jointly and severally liable for damages
arising out of the inaccurate or incomplete information so disclosed in pre-contractual negotiations. Calculations
contained in the wind energy earnings reports are imprecise to a certain extent because of the methodological and
climate-related information on which they are based. There is a risk that Denker & Wulf AG and its subsidiaries
may be liable if the information in the wind energy earnings reports does not reflect the actual results and if the
safety margin which is usually set out in these wind energy earnings reports proves not to have been sufficient.
Such claims may have a negative impact on the net worth, financial condition and operating results of Denker &
Wulf AG, and thus, may negatively impact us.
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We generally limit our liability in know-how license agreements to failures in design and construction
caused intentionally or by gross negligence. Such limitations do not apply to statutorily prescribed product and
other liabilities. However, based on decisions of the German Federal Supreme Court (Bundesgerichtshaf),
liability for slightly negligent breaches of fundamental contractual obligations known as “‘cardinal obligations” in
corporate transactions cannot generally be limited. In addition, under the German Civil Code governing
warranties and statute of limitations, it is no longer possible to limit liability for injury to life, health or body in
the general standard terms and conditions of an agreement, even in cases of simple negligence. As a result, it
cannot be assured that provisions limiting our liability in many of our licensing agreements are valid and
enforceable. Therefore, we may be exposed to additional liability from these licensing agreements.

We have also concluded license agreements with two Chinese companies for the use of our know-how and
technology for the model 48/600 and 48/750 wind turbines, the terms of which granted each company a license
for the same territory without clearly stating whether the rights granted therein were meant to be geographically
exclusive. As a result, we could be exposed to liability under these agreements.

We may be liable for the breach of the terms of subsidies granted to our Predecessor Companies. These
subsidies contained certain restrictions which were not always adhered to in the past or which may not be
complied with in the future as a result of this Offering, among other things.

Along with our subsidiary, Denker & Wuif AG, we have equity interests in a number of companies which
are organized as civil law partnerships (Gesellschaft biirgerlichen Rechts) in Germany or for which we have
guaranteed certain obligations to banks. Under German law, if these companies’ earnings from the operation of
wind turbines are insufficient to cover interest and redemption payments on the debt they assumed to finance the
manufacturing and installation of the wind turbines, we would be liable to an unlimited extent for such short-fall.
This could have an adverse effect on our current business, future prospects, financial condition and operating
results.

We may be liable for contamination at our Husum and Trampe sites.

In purchasing land for our production sites at Husum and Trampe, we entered into certain agreements which
expose us to unlimited liability for any existing or future soil contamination at these sites. If contaminated soil is
discovered at either site, we will be legally responsible for decontaminating the soil at our own expense. This
could have a material adverse effect on our net worth, financial condition and operating resulits.

We may not be able to obtain or maintain adequate insurance.

We have obtained warranty insurance for our wind turbines that we sell which covers our liability for defects
in the construction, materials and assembly of the wind turbines. Recutring claims, however, are generally not
insurable. Insurance coverage generally lasts for the length of each wind turbine’s warranty, which is generally
two to five years. For a detailed description of the terms of our insurance contracts, see “Our Business —
Insurance.” Because of premium increases in the insurance industry generally, we may not be able to obtain the
same levels of coverage in the future as we currently have or we may only be able to obtain such coverage at
substantially higher cost than we are currently paying. If we are unable to pass these costs to our customers, the
costs of higher insurance premiums or our inability to deduct expenses through our insurance could have a
negative effect on our net worth, financial condition and operating results.

There is a risk that the failure to keep our technical knowledge confidential will erode our competitive
advantage and reduce our market for licensing our know-how.

Like many of our competitors, we possess extensive technical knowledge about our products. We have
licensed this know-how to a number of other companies in the wind energy industry, often with the right to sub-
license it to third parties. Our know-how is a significant independent asset, which cannot be protected by
intellectual property rights such as patents, but only by keeping it secret. As a result, we cannot be certain that our
know-how will remain confidential in the long run.

Employment contracts with certain of our employees who have special technical knowledge about our
products or our business contain a general obligation to keep all such knowledge confidential for the duration of
the employee’s employment with us and for an indefinite period of time thereafter. In addition to the
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confldentiality provisions, these employment agreements typically contain non-competition clauses. If either the
confidentiality provisions or the non-competition clauses are unenforceable, we may not be able to maintain the
confidentiality of our know-how. Moreover, we may incur additional costs pursuant to certain penalty provisions
in our licensing agreements.

Even if every possible precaution, whether contractual or otherwise, is taken to protect confidential technical
knowledge about our preducts or our business, there is still a danger that such information may be disclosed to
others or become public knowledge in circumstances beyond our control. In the event that confidential technical
information or know-how about our products or our business becomes available to third parties or to the public,
the market for the licensing of such information and know-how could be reduced, and our competitive advantage
over other companies in the wind energy industry could be harmed, all of which could have an adverse effect on
our current business, future prospects, financial condition and operating results.

We may be sued by third parties for infringement of their intellectual property righis.

We may be involved in patent infringement claims involving third-party patents. If these third-party claims
are successful, we could be held liable for substantial damages and be subject to injunctions against using
technology important to our business. We do not have any insurance to cover the costs of such potential law suits.

One of our American competitors has a U.S. patent and a European patent for a variable-speed generator
system which is used in a number of our products. We have, along with nine other companies, opposed the
European patent on the grounds that there was “prior use” of the patented generator system before the
application for the patent was made by the American company. The outcome of our objection to the patent
remains uncertain and could require us either to modify our generator technology, which is an essential
component of the wind turbine, or to acquire a license for use of the patent. We may have to limit, discontinue or
at least change the manufacture or sale of wind turbines that use this generator if our objection to the patent is
unsuccessful. If our objections against the patent fail, our net worth, financial condition and operating results
could be negatively affected.

We face similar problems with a German utility patent by a Danish rotor-blade supplier in the wind energy
market for technology involving the bending of rotor blades. Together with a third party, we have filed for a
cancellation of the utility patent based on the doctrine of “prior knowledge,” the outcome of which is uncertain.
We expect a decision on this matter by the end of 2002.

We do not have exclusive rights to the “REpower” trademark.

We renamed ourselves “REpower Systems AG™ during the consolidation of the Predecessor Companies and
corporate integration of Denker & Wulf AG in 2001. In 2001, we entered into a ten-year license agreement with
Ritia Energie AG, a Swiss company, for the right to use the trademark “REpower.”” This agreement grants us the
non-exclusive right to use the REpower trademark but does not allow us to register the trademark as our own,
Moreover, the agreement does not obligate Rétia Energie AG to maintain protection of or to take action against
any third party infringement of the “REpower” trademark. If the “REpower” trademark is not sufficiently
protected or if Rétia Energie AG refuses to renew our license to use it, we may need to change the Company
name to a different form of the trademark, or to a different trademark altogether. This could have a material
adverse effect on our net worth, financial condition, operating results and future prospects.

We may be liable for additional tax payments.

We have not yet had an audit of the Company by German tax authorities. Independent audits of some of our
Predecessor Companies and of Denker & Wulf AG and its subsidiaries have been conducted for reporting periods
up to and including 1998, some of which are still in progress as of the date of this offering memorandum.
However, none of our subsidiaries or their subsidiaries have undergone independent audits for the 1999 and 2000
reporting periods. We do not expect that these or future independent audits will cause any significant changes in
our tax treatment. However, it cannot be assured that we will not be liable for additional tax payments as a result
of these or future audits.

In addition, because tax laws are constantly subject to amendments, we have had to adapt our projects to
new laws. For example, we have had to adapt some of the past projects of Denker & Wulf AG to the new
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requirements of section 2b of the German Income Tax Law (Einkommensteuergesetz) (“EStG”) in the past. If we
fail to comply with new tax laws in the future, our current business, future prospects, financial condition and
operating results may be negatively affected.

Risks Related to the Offering

A few principal Existing Shareholders will continue to maintain a significant degree of influence
Jollowing the Offering.

After implementing the IPO Capital Increase and placement of the Shares as part of the Offering, RE-DKW
Beteiligungs GmbH, Sehestedt and the JE/BWU-Verwaltungs GmbH, the Selling Shareholder, will together own,
before the exercise of the Over-allotment Option, approximately 45.92% of our share capital, and after the
exercise of the Over-allotment Option, if any, approximately 40.37% of our share capital. In addition, ELBE
Betreuungs- und Verwaltungsgesellschaft mbH, Sehestedt holds approximately 50.05% of the voting rights in
RE-DKW Beteiligungs GmbH and Zweiundfiinfzigste “Lydia” Vermd&gensverwaltungsgeselischaft mbH,
Hamburg, which is soon to be renamed KuW Vermogensverwaltungs GmbH, Sehestedt, holds approximately
49.95% of the voting rights in RE-DKW Beteiligungs GmbH. Through his present ownership of 100% of the
shares of ELBE Betreuungs- und Verwaltungsgesellschaft mbH, Mr. Hugo Denker, a member of our Manage-
ment Board, controls the majority of the voting rights in RE-DKW Beteiligungs GmbH and thereby controls
approximately 45.92% of the voting rights in the Company before the exercise of the Over-allotment Option, and
40.37% after the exercise of the Over-allotment Option, if any, under section 22, paragraph 1, No. 1 of the
German Securities Trading Act (Wertpapierhandelsgesetz) (“WpHG”). Our Supervisory Board members
Dr. Klaus-Detlef Wulf and Ms. Monika Kuck will hold approximately 63.42% and 36.49% of the voting rights in
KuW Vermégensverwaltungs GmbH, respectively, and Mr. Hugo Denker will hold approximately 0.09% of the
voting rights in KuW Vermoégensverwaltungs GmbH. Furthermore, through her ownership of 94.25% of the
voting rights of RE.A. AG which pursuant to the implementation of the [PO Capital Increase and the Offering
holds 1.06% of the voting rights in the Company, Ms. Kuck controls an additional 1.06% of the voting rights in
the Company under section 22, paragraph 1, No. 1 of the WpHG.

As a result, RE-DKW Beteiligungs GmbH and JE/BWU-Verwaltungs GmbH directly, and ELBE Be-
treuungs- und Verwaltungsgesellschaft mbH, Sehestedt and Mr. Denker indirectly, own a sufficient amount of our
share capital to allow them to exert a substantial influence on the Company. For a further description of our
shareholding arrangement, see ““Our Existing Shareholders — Corporate History of Our Share Capital.”

The price of the Shares may be significanily influenced by the sale of Shares by Existing Shareholders.

Existing Shareholders may sell their Lock-up Shares after the lock-up period and the lock-up agreements
expire. For a description of the conditions of the lock-up, see “Plan of Distribution — Lock-up.” Significant
trading of the Shares by our Existing Shareholders could have a negative influence on the price of the Shares.

The Neuer Markt has been subject to high price volatility.

We are requesting admission for trading on the Neuer Markt segment of the Frankfurt Stock Exchange,
which is reserved for innovative growth companies in Germany. The companies listed on the Neuer Mark: are
generally active in certain high risk markets. As a result, shares listed on the Neuer Markt have recently been
exposed to a high level of fluctuation in share price which often are not connected, or are connected to a lesser
degree than such fluctuations would suggest, to the business performance of the listed companies. There is a risk
that volatility in the price of shares listed on the Neuer Markt generally may influence the price of the Shares,

The offering price may be higher than the trading price for the Shares after this Offering and an active
trading market for the Shares may not develop.

There was no public market for the Shares before the Offering. The Sole Global Coordinator will set the
offering price in coordination with us upon completion of the bookbuilding process. There is no certainty that the
offering price of the New Shares will correspond to the price at which the Shares will be traded following the
Offering, or that a liquid market for the Shares will develop and continue after the Offering.
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USE OF PROCEEDS

We will receive net proceeds of approximately EUR 76.7 million from the Offering of the New Shares. Our
total costs for the Offering, including approximately EUR 4.1 million in compensation to the Managers, will be
approximately EUR 5.3 million. The proceeds of the Offering will strengthen our financial position. We intend to
use the proceeds to finance our planned growth, and the associated increase in working capital, as well as the
international expansion of our business. Furthermore, we plan to use the proceeds of the Offering to finance the
development of new wind turbines. Finally, the proceeds from the Offering may be used to finance any
acquisition opportunities which may arise in the future.

The Selling Shareholder will receive all proceeds, less the costs of selling the Over-allotment Shares, from
the sales of its Over-allotment Shares if the Over-allotment Option is exercised.




DIVIDEND POLICY

Whether we pay dividends to our shareholders is decided annually at the general shareholders’ meeting
based on our audited annual financial statements, which are prepared in accordance with German GAAP
(Handelsgesetzbuch). After deducting for statutory reserves and any losses carried forward, up to 50% of our net
income can be allocated by the Management Board and the Supervisory Board to other retained earnings.
Dividends will be distributed to our shareholders if approved at the general shareholders’ meeting. Because all of
our shares are held in a clearing system, dividends are paid in accordance with the clearing system’s rules.
Dividend payments are usually credited to the clearing account of each shareholder’s securities account. In the
case of shares issued pursuant to a capital increase, the commencement of rights to receive dividends on such
shares may deviate from those set forth in section 60 of the German Stock Corporation Act (Aktiengesetz).

Our ability to pay dividends and the amount of any dividends depend on our financial condition and the
financial condition of our subsidiaries. Our management intends to use any potential future earnings to finance
our development and growth. This includes the use of potential future earnings to optimize our equity capital
position and to fund investment projects which are necessary for our future development. Cur management
intends to pay dividends only to the extent that such payments do not harm these goals. The payment of dividends
in the future will depend on a number of factors, including our financial condition and our need for cash
resources, as well as legal, tax and regulatory concerns and other factors.

We plan to hold our general shareholders’ meeting for fiscal year 2001 in July 2002, which is within the
statutorily prescribed period. The agenda of this general shareholders’ meeting will include only items required to
be addressed at such meetings under German law.

The New Shares offered pursuant to this offering memorandum are fully eligible to receive dividends as of
January 1, 2002. The Existing Shares were originally fully eligible for dividend payments as of January 1, 2001.
JE/BWU-Verwaltungs GmbH, the Selling Shareholder, however, signed an agreement dated March 19, 2002 with
the Company under which the Selling Shareholder renounced its right to receive dividends for 2001. As a result,
all the Shares sold pursuant to the Offering will be eligible for dividends as of January 1, 2002. In addition,
JE/BWU-Verwaltungs GmbH, RE-DKW Beteiligungs GmbH, CoNetwork GmbH, capiton Erste
Kapitalbeteiligungsgeselischaft mbH, OPPENHEIM ACA Concept SICAV, as well as R.E.A. AG, signed an
agreement dated March 20, 2002 in which they agreed to vote at the general shareholders’ meeting in 2002
against the payment of a dividend in 2001 and for the carrying forward of the profits into the next year.
Furthermore, the Management Board has undertaken to recommend a vote against the payment of dividends to
the shareholders at the general shareholders” meeting in 2002, having obtained the agreement of the Supervisory
Board to that recommendation.
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CAPITALIZATION

The following table shows our capitalization as of December 31, 2001 on an actual basis and as adjusted to
give effect to the IPO Capital Increase. The nominal value of EUR 1.00 per share will be added to the share
capital for the 2,000,000 New Shares resulting from the IPO Capital Increase. The net proceeds from the
Offering, less the amount corresponding to the nominal value of the 2,000,000 New Shares from the IPO Capital
Increase added to the share capital, will be allocated to additional paid-in capital.

This table should be read in conjunction with the information provided in the other sections of this offering
memorandum including “Use of Proceeds,” ‘“Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” and “Description of Our Share Capital — Capital Structure.”

The information set out below has been prepared in accordance with IAS. IAS differ in certain significant
respects from U.S. GAAP and German GAAP (Handelsgesetzbuch). For information concerning the differences
between IAS, U.S. GAAP and German GAAP, see “‘Summary of Significant Differences Between IAS,
U.S. GAAP and German GAAP.”

As of December 31, 2001
As
adjusted by the
PO Capital
Actual Increase

(in thousands of Eure)

Liabilities due to banks. . ... ... .. . 21,870.7 21,870.7
Equity:
Share capital ... ... . ... 3,401.2 5,401.2
Additional paid-in capital . ... ... ... 3,376.5 78,076.5
Retained earnings .. .. ... vttt e 8,984.9 8,984.9
Total eqUILY . . ... 15,762.6 92,462.6
Total capitalization . ... ... .ttt i e e 37,633.3 114,333.3
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SELECTED FINANCIAL DATA

The following selected financial data should be read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations™ and the audited consolidated financial statements of
the Company as of December 31, 2001 and the unaudited, examined (bescheinigr) pro forma consolidated
financial statements of the Company as of December 31, 2000 and December 31, 1999 and the related notes
thereto which were prepared in accordance with International Accounting Standards (“IAS”), all of which are
included elsewhere in this offering memorandum. The unaudited, examined (bescheinigt) pro forma consolidated
financial statements give effect to the incorporation and merger of the Company’s Predecessor Companies, pro +
pro Energiesysteme GmbH & Co. KG, Jacobs Energie GmbH, BWU-Anlagenfertigung und -service GmbH and
BWU-Brandenburgische Wind- und Umwelttechnologien GmbH that was completed in 2001 and the incorpora-
tion of Regenerative Energien Denker & Dr. Wulf GmbH & Co. KG into the Company and its change of legal
form to Denker & Wulf AG, as if these changes had occurred on January 1, 1999. See also “Description of Our
Share Capital” and “Relationship with Denker & Wulf AG.” As the unaudited, examined (bescheinigt) pro
forma consolidated financial statements describe a hypothetical situation, they do not necessarily convey a picture
of REpower Group’s financial condition and results of operations as they would have existed if the consolidation,
merger and change in legal form had actually been given effect as of January 1, 1999.

Cur financial statements have been prepared in accordance with [AS, which differ in certain respects from
U.S. GAAP and German GAAP (Handelsgesetzbuch). For more information concerning the differences between
IAS, U.S. GAAP and German GAAP, see “Summary of Significant Differences Between IAS, U.S. GAAP and
German GAAP.”

Any reference to fiscal years 1999 and 2000 in this offering memorandum, unless indicated otherwise, refers to
the pro forma consolidated financial statements which were prepared in accordance with IAS and which were not
audited but examined (bescheinigs). Any reference to fiscal year 2001, unless indicated otherwise, refers to the
audited consolidated financial statements of the Company as of December 31, 2001.

The following table contains selected financial data from the Company’s unaudited, examined (bescheinigt)
pro forma consolidated profit and loss statements and balance sheets for fiscal years 1999 and 2000, the Company’s
audited consolidated profit and loss statement and balance sheet for fiscal year 2001, and pro forma earnings per

share for 1999, 2000 and 2001.
For the Year Ended December 31,

1999 2000 2001
(Pro Forma) (Pro Forma) (Audited)

(in thousands of Euroc)

Profit and Loss Data:

ReVenUes . ... . e s 47,740.5 76,039.5 141,639.6

TOtaAl TOVEINUES L vttt ottt et et e e e e e 50,188.9 77,6183 146,661.7

Other operating ICOME . . . ..ottt e e e 878.5 2,165.7 3,100.2

Cost of MAtErIAlS .. ..o e e (42,334.0) (52,777.4) (104,284.1)
Persofnel eXPemSes . ...ttt e e e e e (2,103.2) (5,582.0) (10,619.0)
Depreciation and amortization .. ... ... ... ... e e (1,388.8) (1,816.9) (2,i84.2)
Other Operating eXPeNSES. . . ...\t utt et e e (3,340.3) (9,418.3) (14,275.7)
Operating results .. .. ... 1,901.2 10,189.4 18,398.9

Financial resulls . ... .o e (154.6) (1,265.4) (1,943.5)
Income before taxes and MIROFITY IIETESIS .. ... vt et 1,746.6 8,924.0 16,4554

Net income before minority IDfEIests ... ... ... ... ..ottt 1,216.9 5517.7 10,145.1

MIROMIY IEIESIS L . o ittt e e e e e e (243.5) (751.7) (1,154.7)
Net income for the year. ... ....... . i i 971.3 4,766.0 8,990.4

Balance Sheet Data:

FIKed A8500S L ottt e e e 10,908.9 13,446.9 17,631.3

CHITEDL @S5EE5 . o o ittt ettt et e e e e e e e e 23,067.9 69,732.3 62,818.4
FOtAl A88ES + & v oottt e e e e e 34,374.0 84,705.3 81,5347

BQUILY « ottt e 5,029.2 9,673.2 15,762.6

Liabilities due t0 banks . .. ... .o e e 8,612.5 34207.2 21,870.7

ACCTUALS o 7,598.4 12,3345 21,328.5

Earnings per share:

Net income for the year ......... .. .. i 971.3 4,766.0 8,990.4
Number of sha.res”, ......................................................... 2,928,948 2,928,948 3,165,073

Earnings per share™ . 0.33 1.63 2.84

1) For the pro-forma years (1999 and 2000), the number of shares shown corresponded to the shares issued in the non-cash capital increase
of 2001. The number of shares for 2001 was calculated as a weighted average of the shares in circulation in 2001.

2) In Euro.

3)  We are not including a calculation of dividends per share for the above years since these figures cannot be calculated in a meaningful
way as a result of the pro-forma assumptions and the legal structures of the Predecessor Companies as defined herein.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion of our financial condition and results of operations should be read in conjunction
with our audited consolidated and unaudited, examined (bescheinigt) pro forma consolidated financial statements
and the related notes thereto included elsewhere in this offering memorandum. Our financial statements have
been prepared in accordance with International Accounting Standards (“IAS”’), which differ in certain respects
from U.S. GAAP and German GAAP (Handelsgesetzbuch). See “Summary of Significant Differences Between
IAS, U.S. GAAP and German GAAP.”

The following discussion and analysis of the financial condition and results of operations of the Company
and its consolidated equity interests is derived from the audited consolidated financial statements of the Company
as of December 31, 2001 and the unaudited, examined (bescheinigt) pro forma consolidated financial statements
of the Company as of December 31, 2000 and December 31, 1999, The unaudited, examined (bescheinigt) pro
forma consolidated financial statements give effect to the incorporation and merger of the Company’s predecessor
companies (the “Merger”), pro + pro Energiesysteme GmbH & Co. KG, Jacobs Energie GmbH,
BWU-Anlagenfertigung und -service GmbH and BWU-Brandenburgische Wind- und Umwelttechnologien
GmbH (“Predecessor Companies™) that was completed in 2001 and the incorporation of Regenerative Energien
Denker & Dr. Wulf GmbH & Co. KG into the Company and its change of legal form to Denker & Wulf AG as if
these changes had occurred on January 1, 1999.

The unaudited, examined (bescheinigt) pro tforma consolidated financial statements were additionally
prepared as if:

(i)  The legal and economic structure of the REpower Group that existed in fiscal year 2001 had already
been in effect since January 1, 1999.

(it) The Company already held shares in its subsidiaries during fiscal years 1999 and 2000, provided the
subsidiaries had already been formed as of the date each Predecessor Company’s balance sheets were
prepared.

(iii) The 2000 and 1999 pro-forma periods report the actual amount of share capital of the Company as of
the end of the 2001 period minus the 2001 cash capital increases.

(iv) Minority interests in the pro-forma periods is reported in the amount that existed in 2001.

(v)  Goodwill that resulted from the real capital consolidation in 2001 was projected for the pro forma
statements for one or two years. Thus, the same amount of amortization of goodwill is reported in the
unaudited, examined (bescheinigt) pro forma consolidated income statements as is reported in the
audited consolidated financial statements.

(vi) A corporate income tax of 25%, plus a solidarity surcharge of 5.5%, on the corporate income tax is
assumed for each of the Predecessor Companies regardless of its actual legal form. In addition, a flat-
rate trade tax of 13.625% was applied, resulting in a total income-tax burden of 40% on each
Predecessor Company.

(vii) Applying SIC-8, each of the Predecessor Companies prepared an opening balance sheet as of
January 1, 1999 in accordance with IAS as if they bad always applied IAS.

As the unaudited, examined (bescheinigr) pro forma consolidated financial statements describe a hypotheti-
cal situation, they do not necessarily convey a picture of the REpower Group’s financial condition and results of
operations as they would have existed if the Merger and change in legal form had actually been given effect as of
January 1, 1999,

Unless otherwise indicated, each reference to fiscal years 1999 and 2000 in this offering memorandum refers
to the unaudited, examined (bescheinigt) pro forma consolidated financial statements prepared in accordance with
1AS for fiscal years 1999 and 2000. Each reference to fiscal year 2001 refers to the audited consolidated financial
statements of the Company as of December 31, 2001 prepared in accordance with 1AS.
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Overview

The REpower Group generates its revenues through the development, production, licensing and distribution
of wind turbines and the development of wind parks. The Group’s services include after-sales service covering
operations management of wind turbines for their operators, including service and maintenance.

The highly transparent German market for wind turbines is the object of intense competition by both
domestic and international competitors. We focus on the market for multi-megawatt wind turbines, which
continues to offer sufficient growth opportunities. Moreover, we believe that the international market for wind
turbines will deliver significant growth opportunities. By concentrating on those parts of the wind energy value
chain which offer high profitability and synergy effects, the Group differentiates itself from many of its
competitors.

The Group is controlled by REpower Systems AG as the parent company, which is itself active in the areas
of development, production and licensing of wind turbines and the development of wind parks, and as such is
continuing the operative business of the Predecessor Companies. In addition, REpower Systems AG acts as
holding company for a series of international companies which are currently exclusively used for project
development, distribution and after-sales service. There are a number of international joint ventures which
produce wind turbines on the basis of the Group’s licenses. Our largest shareholding is our approximately 84%
shareholding in Denker & Wulf AG, which is active in site acquisition, planning, support in financing,
distribution, coordination of installation, operations management and servicing of wind turbines in Germany.
There are no control or profit extraction contracts within the Group. REpower Systems AG exercises influence as
a holding company of the Group through its majority shareholdings and key management positions in Group
companies.

Key factors

Revenues

The REpower Group generates its revenues through the production and sale of wind turbines and through the
development of wind projects. These activities accounted for at least 90% of total sales in each of the last three
fiscal years. The REpower Group derives the balance of its revenues from income from licensing agreements,
service, maintenance and operational management fees, proceeds from projects and power generation, and other
income.

Important Factors Affecting Revenues

Our revenues (and those of REpower Group) are significantly affected by the following factors:

(i)  The development of high-performance, technologically sophisticated and competitive wind turbines.
For example, the successful market launch of the 1.5 megawatt MD 70/77 model in 2000 greatly
increased the Group’s revenues and income from licensing agreements.

(i) The development of new markets and market segments.

(iii) The degree of competition in the market for wind turbines. There is intense competition for products
and site locations, especially in Germany.

(iv) The continued existence of government regulation, which affects the demand for wind turbines.

Expenses

The REpower Group’s expenses consist of cost of materials, personnel expenses and other operating
expenses.

The cost of materials consists of expenses for raw materials, consumables and supplies and purchased
merchandise, as well as expenses for purchased services. This item also includes development costs for wind
parks, for example, costs for planning, road construction and network connections. In 2001, the costs of materials
amounted to 71.1% of total revenues.
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Personnel expenses result mainly from expenses for wages and salaries and social security. In 2001,
personnel expenses amounted to 7.2% of total revenues.

Other operating expenses include, among other things, costs in connection with the expansion of business
activities, the restructuring of the Company and the internationalization of our business.

Seasonal fluctuations

The sales revenues and results of business activity of the REpower Group are subject to relatively strong
fluctuations during the year. In Germany, the Company’s most important market, wind parks are constructed for
tax reasons primarily in the second half of the year, mainly in the fourth quarter. Thus, the large majority of sales
and expenses generated in Germany occur during this period. The Company expects that this effect will lessen
with the increased internationalization of our business.

The following table shows the number of wind turbines installed, as well as the percentage of total annual
installations, per quarter in 2000 and 2001:

Year Ist Quarter 2nd Quarter 3rd Quarter 4th Quarter Total
2000 12 (16.7%) 13 (18.0%) 11 (15.3%) 36 (50.0%) 72
2001 16 (12.8%) 22 (17.6%) 25 (20.0%) 62 (49.6%) 125

Results of Operations 1999 to 2001

Total revenues
Fer the year ended December 31,

1999 2000 2001
(Pro Forma) (Pro Forma) (Audited)

(in millions of Eure)

Net Revenues

Revenue from the sale of wind turbines .................. .. ... 44.7 68.5 127.9
Projectrevenue . ... .. ... L 1.2 04 5.1
Maintenance and material sales ............. ... ... ... .. 1.4 4.6 3.6
Revenue from licenses ......... ... ... .. . i, 0 1.5 3.2
Revenues from electricity ........... ... i 04 0.8 1.2
Revenues from services .............o i i 0 0.2 0.2
Other .. _ 0 0 0.4
47.7 76.0 141.6
Increase/decrease in inventories of finished goods and work in
PTOEIESS . ottt ittt et et e e 1.8 1.6 5.0
Other work capitalized ....................... ... 0.6 0.0 0.0
Total revenues . ......... .. 50.1 77.6

146.6

|
|

Total revenues are comprised of net revenue, the increase/decrease in inventories of finished goods and work
in progress and other work capitalized.

Net revenues

Net revenues for REpower Group increased by EUR 28.3 million in 2000, a 59.3% increase from
EUR 47.7 million in 1999 to EUR 76.0 million in 2000. Net revenues also increased by EUR 65.6 million in
2001, a 86.3% increase from EUR 76.0 million in 2000 to EUR 141.6 million in 2001.

Net revenues, in particular, revenue from the sale of wind turbines (including the sale of wind parks)
increased because the number of wind parks and wind turbines that were actually installed increased and because
of increased sales of the newly developed MD 70/77 model with an output of 1.5 megawatts. The strong increase
in net revenues in fiscal year 2000 as compared to fiscal year 1999, with practically the same number of wind
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turbines up to 1 megawatt produced, was primarily due to the start of production and sale of 22 turbines of the
MD 70/77 model. The strong increase in fiscal year 2001 as compared to fiscal year 2000 reflects, on the one
hand, increased production in the number of manufactured wind turbines up to 1 megawatt from 50 to 65 and an
increase in the number of delivered model MD 70/77 turbines delivered from 22 to 60.

In addition, we developed and sold more wind energy sites. The trend towards the 1.5 MW MD 70/77 model
further increased our revenue from wind energy sites. Revenues from licensing increased substantially by
granting MD 70/77 licenses to Stidwind Energy GmbH and Fuhrlédnder AG.

Increase/decrease in inventories of finished goods and work in progress and other work capitalized

Inventories of finished goods and work in progress consists primarily of unfinished wind turbines and goods
and services purchased in conjunction with the development of wind parks. Inventories of finished products and
work in progress increased by EUR 1.8 million in 1999, by EUR 1.6 million in 2000 and by EUR 5.0 million in
2001.

Other operating income

Other operating income increased EUR 1.3 million in 2000, a 144.4% increase from EUR 0.9 million in
1999 to EUR 2.2 million in 2000. Other operating income also increased EUR 0.9 million in 2001, a 40.9%
increase from EUR 2.2 million in 2000 to EUR 3.1 million in 2001.

Important items affecting other operating income included reversal of accruals and insurance compensation.

Costs of Materials
For the year ended December 31,

1999 2000 2001
(Pre Forma) (Pre Forma) (Audited)

(in millions of Euro)

Expenses for raw materials, consumables and supplies and

purchased merchandise ......... ... .. ... ... ... (25.7) (29.7) (48.8)
Cost of purchased services . ........... ... i (16.6) (23.1) (55.5)
Costof materials . .. ......... .. ... i (42.3) (52.8) (104.3)

Cost of materials as a percentage of total revenues was the largest expense item. Cost of materials increased
EUR 10.5 million in 2000, a 24.8% increase from EUR 42.3 million in 1999 to EUR 52.8 million in 2000. Cost
of materials also increased EUR 51.5 million in 2001, a 97.5% increase from EUR 52.8 million in 2000 to
EUR 104.3 million in 2001.

The significant increase in the cost of materials was primarily due to the broad expansion of business
activities as outlined in the discussion of net revenues above.

The ratios of cost of materials as a percentage of total revenues were 84.3% for 1999, 68% for 2000 and
71.1% for 2001. These ratios have a larger impact on the Company’s results because materials and services are
mostly purchased. This ratio has improved significantly since the market launch of the MD 70/77 model because
the cost of materials is relatively less for this more efficient wind turbine. In addition, granting licenses to third
parties means that suppliers receive orders for higher amounts, which in turn permits more favorable purchasing
conditions. In developing wind energy sites, the ratio depends, on the one hand, on the expec